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ANNUAL EEPORT OF THE CARNEGIE FOUNDATION 

The report includes the usual information in regard to allow- 
ances granted during the year and those now in force. The total 
amount paid in 1919-20 to persons connected with associated 
institutions reached $ 761,000, to persons connected with non-asso- 
ciated institutions, $114,000, — a slight increase over the preceding 
year but considerably less than five years ago. The annual load 
at the end of the fiscal year was $870,000. Total amounts paid 
to larger institutions are: Harvard, $625,000; Yale, $548,000; 
Columbia, $464,000; Cornell, $364,000. 

The question of Federal income tax on allowances has been 
settled on the basis that the pensions are gifts, or gratuities 
not awarded for services which have been rendered. 

The total estimated present value of liabilities under the old 
rules is approximately $26,000,000. The number of persons in 
receipt of allowances April 1, 1920, was fifty-seven, the number 
connected with associated institutions having expectations of 
allowances under the present rules, 4,552, — a decrease of 947 
since December, 1917. The accumulation in Reserve Fund No. 1 
has exceeded expectation on account of high interest rates, and it 
is estimated that resources available will equal these liabilities. 
An examination of present salaries shows, however, a large in- 
crease over those paid in 1917. Some years must necessarily 
elapse before the actuaries can estimate the total load to be 
expected except upon the basis of general approximation. 

The progress of the Teachers Insurance and Annuity Associa- 
tion is reviewed at length. The Association began issuing con- 
tracts in March, 1919; by July, 1920, it had written 500 life 
insurance policies, aggregating $2,500,000, and 486 annuities con- 
tracts representing the payment at maturity of $456,000. These 
were written in 180 institutions. June 30, 1920, 41 institutions 
had accepted the plan of the Association. The terms of accept- 
ance for 29 were printed in the Fourteenth Report and those of 
the additional 12 are included in the present one. 

Of the 500 life insurance policies, 249, aggregating slightly less 
than $1,000,000, are term policies. The average amount of all 
policies is $6,740. It is said that the business of insurance has 
so long depended on solicitation by agents that college teachers 
as well as all other groups in the body politic are accustomed to 
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defer taking on insurance responsibility until sufficiently urged 
by the agent. That the Teachers Insurance and Annuity Associa- 
tion should have written so many policies in the first year of its 
existence is considered "most encouraging." "The Association 
does not compete with the great insurance companies, nor will 
it endeavor to offer those benefits which do not belong to the 
legitimate insurance and that minister chiefly to the demands of 
competitive business." 

At the end of December, 1920, the Association had written 653 
insurance policies, covering $3,356,747 of insurance, and 554 an- 
nuity contracts providing $624,398 annual income at retirement. 
The payment of future increases in overhead expenses has been 
assumed by the Carnegie Foundation. "The Association is or- 
ganized solely to be of service to college teachers, and was in- 
corporated under state laws as an insurance company entirely in 
the teachers' interest and mainly to secure two objects : 

"1. That the teacher should have an enforceable contract for 
his insurance and for his old age annuity ; and 

"2. That he should have the protection that comes from the 
scrutiny of a well-conducted State Department of Insur- 
ance. No protection to the policy holder approaches that 
which arises from such an independent outside scrutiny 
as that exercised by an efficient department of insurance." 

The new retiring allowance system of Harvard University is 
discussed at length. "The method of dealing with the retiring 
allowance question by the Harvard Governing Corporation and 
the mingling of faculty and trustee action which determined the 
final form of the old-age retiring scheme reflects in a striking way 
the confusion which has fallen upon many American institutions 
of learning as to the distinction between government and ad- 
ministration. At the present moment there is a passion for what 
we like to call democratic methods of administration. One of 
the fallacies most characteristic of such periods is the assumption 
that democracy consists in diluting the responsibility of govern- 
ment among the whole body of those affected by it. True democ- 
racy and real freedom lie in another direction. ... 

"On the other hand, it was in every way to be desired that the 
governing body learn the wishes and opinions of the members 
of the teaching and administrative staff with regard to the terms 
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and conditions which they might consider desirable in the estab- 
lishment of any such system. It is in the answer to this third 
question that the report of the Harvard faculty has significance 
and value. It would have been still more valuable — I hesitate to 
say more democratic — had it reflected not only the wishes of the 
faculty, but also of the whole instructing and administrative 
staff, and particularly of those whose interests were directly 
affected." 

The report of the Harvard committee is quoted, the final para- 
graph reading as follows : 

"In favor of independence in the control of teachers' annuities 
a final consideration may be suggested. An Association which 
is endowed with capital stock by the Carnegie Corporation, and 
whose relations with the Carnegie Foundation are so intimate, 
must necessarily stand allied, in the public mind, with these two 
older organizations. Whatever attitude popular opinion may 
assume toward the latter will reflect itself upon the former. Now 
it is not desirable that college teachers as a class should be 
thought, even by indirection, to be susceptible to the influence of 
great accumulations of wealth. Nor is it desirable that they 
should be invested by the public imagination with an automatic 
allegiance to the educational views — however admirable these 
ma y be — of the Carnegie Foundation for the Advancement of 
Teaching. Other things being equal or nearly equal, is it not 
better that college teachers incur no obligations or responsibili- 
ties, direct or indirect, big or little, real or apparent, to any but 
themselves and the institutions which they serve? Bound to- 
gether by an undivided loyalty to their college, they can best 
develop that corporate spirit which counts for so much in the 
happiness and the efficiency of labor." 

On this report the president of the Foundation proceeds to 
comment magnanimously as follows : 

"The Carnegie Foundation has had the good fortune to be 
favored with many criticisms by college groups upon the plan of 
old age annuities proposed by the Teachers Insurance Associa- 
tion. None of these reports have brought greater satisfaction to 
the Foundation than that of the Harvard Faculty Committee. 
It is in excellent English and in admirable temper — qualities by 
no means characteristic of all the academic outpourings in these 
matters. Throughout the report the effort to be courteous and 
fair is evident at every paragraph, and one likes to believe that 
courtesy and fairness are qualities characteristic of the true 
scholar." 
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Some fundamental questions raised by the Harvard faculty 
report are the following : 

"Can the old age retirement problem be solved for college 
teachers by simply raising their salaries to a higher level, leaving 
the individual teacher to provide his annuity? 

"Is the assumption that 'the cost of a pension comes in any 
case out of the teacher's earnings' and 'it is immaterial, in the 
long run, whether nominally the college pays it all or the teacher 
pays it all or each pays half justified by experience? 

"Are there advantages to teachers and to colleges in having 
each college accumulate and operate its own savings fund as the 
basis of an old age annuity plan? 

"What form of disability insurance is desirable and feasible 
for college teachers? and to what extent does it offer a support 
in case of disability?" 

"... It is somewhat remarkable that the reports made on these 
subjects have rarely considered them from the point of view of 
the body of younger men — the class having most at stake in 
their solution. . . . 

"That college salaries should be raised, no one will question. 
Before the World War they were far too low. . . . But no matter 
what level salaries reach — even though a period of declining 
prices should leave the college professor with his present salary 
in a very advantageous position — no raise of the level of salary 
will bring about a general movement on the part of teachers to 
set aside a part of their income for old age protection. This 
is the universal testimony of experience, and the. reasons lie in 
the qualities of human nature. No matter what the level of 
salary, the time will never come when provision for one's old 
age or for one's dependents can be made without a measure of 
self-control and self-denial. Only a limited number of men 
possess these qualities. In this respect teachers are not different 
from other human beings. A recent enquiry, which is analyzed 
in the Ninth Bulletin of the Foundation, indicates that nearly 
twenty per cent of college teachers do not even carry insurance, 
while the amount usually carried by instructors is $2,000, by 
junior professors $3,000, and by full professors $5,000. . . . 

"The contractual plan of old age annuities for teachers is 
being conducted upon two methods. In the first the college gov- 
erning body pays the entire premium. This plan has been 
adopted by two American universities using the contracts of 
the Teachers Insurance and Annuity Association. In the second 
plan the college and the teacher cooperate, usually on equal 
terms. This plan is in use in the Federated British Universities 
and in more than forty American institutions. Harvard has 
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adopted a third plan based on the accumulation of annual (or 
monthly) premiums but paid entirely by the teacher. 

"It is perfectly clear that if the college fixes for the moment a 
level of salary and then offers to its teachers an annual payment 
on old age annuities, the proceeds of which must go to them or 
to their dependents, the effect will be to raise temporarily the 
level of compensation. The notion that it is of no consequence 
to the teacher whether this level is reached by a direct payment 
to the teacher or by the addition of an annual payment toward 
the old age annuity, rests upon the unjustified assumption that 
the sum set aside by the college for the annuity payment would 
have been added in any case to salary. Exactly the opposite rea- 
soning has been followed by the college authorities. They have 
raised salaries without regard to whether an old age pension 
was guaranteed to the teacher. They have then added an annuity 
payment to the salary for two distinct reasons : first, their feel- 
ing of responsibility for such a system of retirement from the 
standpoint both of the college and of the teacher; and secondly, 
because they were fully aware that only in a limited number of 
cases would a sum added to salary be devoted to the purpose of 
old age protection. . . . 

"The argument that the payment on the old age annuity is 
taken out of the 'wages' of teachers loses sight of the process, thus 
briefly described, under which salaries are determined by univer- 
sity and college boards of government. . . . The process by 
which the 'wages' of the teacher are determined, in an open 
market such as exists in our North American institutions, is 
by no means a simple one, but it is very much that which has 
just been described. The action taken by the various colleges 
that undertake to pay in whole or in part the annual premiums 
on annuity contracts belonging to their teachers, represents 
an increase in the existing scale of compensation of the 
teacher. . . . 

"No old age pension system has proved permanently satisfac- 
tory that depended upon the single contribution of either the 
employer or the employed. . . . 

"The disadvantages of the particular plan adopted at Harvard 
are obvious. . . . The participant . . . has no contract; he can 
have no assurance as to what the amount of accumulations will 
be thirty-five years hence. . . . 

"The Teachers Insurance and Annuity Association offers pre- 
cisely what Harvard cannot offer — a contract. . . . 

"Entirely apart from all other features of the Harvard savings 
plan, the action of the Harvard Corporation in placing the old 
age retirement once more on an indefinite rather than on a 
contractual basis is to be regretted. ... A savings fund set up 
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under competent men, such as manage the finances of Harvard, 
will no doubt be most carefully managed. The plan proposed 
in the Savings Fund is simple and financially sound, but its terms 
place the participants in the plan under a serious disadvantage. 
The law would not permit an insurance company to make such 
an arrangement with its policy-holders. ..." 

Migration becomes far less easy when the college manages its 
own savings fund. 

"The separate reserve by a college is simply a savings fund 
into which the participants make deposits under stated condi- 
tions. Experience has shown that a large proportion of the con- 
tributors to a savings fund will in time demand the return of 
their accumulations on terms which the custodians of the fund 
will find it practically impossible to refuse. . . . 

"The English companies with which the Federated Universities 
contracted have an overhead of from six to ten per cent. Com- 
mercial companies in the United States have an overhead cost 
of from eighteen to thirty per cent. The Teachers Insurance 
Association has no overhead cost" 

Disability Insurance. — "The agitation for disability insurance 
rests partly upon the same basis" (the competitive struggle for 
insurance business) . "The sudden demand on the part of teachers 
for such insurance is not so much a reflection of their own conclu- 
sions, as of the impressions produced upon them by the enterpris- 
ing agent. . . . 

"Disability insurance has reached a point where it can be safely 
undertaken by a conservative company, but no teacher should 
mislead himself into believing that the income he can expect in 
the case of such disability is comparable to the scale of pensions 
which have been paid by the Carnegie Foundation and by our 
stronger universities." 

Insurance Without the Agent.— "The Teachers Insurance and 
Annuity Association is engaged in the interesting experience of 
determining how far, with a special group of highly intelligent 
people, the duty of insurance and of old age protection can be 
made a customary feature of the economic life of the group. . . . 
Nevertheless, it will remain true for many years that even among 
groups of teachers and notwithstanding the evident advantages 
which the teacher enjoys in having access to the Association's 
policies, the agent of the commercial company will oftentimes be 
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able to sell his wares more successfully by personal solicitation 
than the Association can do by a mere presentation of the facts on 
the printed page." 

Part IV contains a statement of the agreement made with the 
Teachers Insurance and Annuity Association by Bowdoin, Brown, 
Bryn Mawr, Grinnell, Knox, Kochester, Tulane, Union, Whitman, 
Williams, and the Worcester Polytechnic Institute. In nearly all 
cases the plan is optional with the teachers. 

Part V ends with a discussion of industrial pensions and group 
insurance. 



